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SUMMARY  OF  RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report 
we  include  a  listing  of  all  recommendations  together 
with  a  notation  as  to  whether  the  agency  concurs  or 
does  not  concur  with  each  recommendation.  This  listing 
serves  as  a  means  of  summarizing  the  recommendations 
contained  in  the  report  and  the  audited  agency's  reply 
thereto  and  also  as  a  ready  reference  to  the  supporting 
comments.  The  full  reply  of  the  Department  of  Revenue 
is  included  in  the  back  of  this  report. 

Page 

Review  the  need  for  district  supervisors 

to  reside  in  their  respective  districts.  9 

Agency  Reply:   Concur.   See  page  42. 

Ensure  that  the  ARM  reflects  current 
procedures,  forms,  and  instructions 
for  property  assessment  and  propose 
legislation  needed  to  authorize  assess- 
ment procedures .  11 

Agency  Reply:   Concur.   See  page  43. 

Direct  agents  to  consistently  assess 

the  rollback  tax.  12 

Agency  Reply:   Concur.   See  page  43. 

Inform  agents  of  the  proper  procedures 

for  destruction  of  tax  records.  13 

Agency  Reply:   Concur.   See  page  43. 

Require  Production  Credit  Associations 
to  file  assessment  statements  accord- 
ing to  statutory  provisions.  14 

Agency  Reply:   Concur.   See  page  43. 

Determine  and  implement  methods  for  detect- 
ing property  improvements.  15 

Agency  Reply:   Concur.   See  page  44. 
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SUMMARY  OF  RECOMMENDATIONS  (Continued) 

Page 

Revise  forms  to  better  meet  the  needs 

of  local  governments.  16 

Agency  Reply:   Concur.   See  page  44. 

Provide  maps  for  the  agents '  use  as 

required  by  section  15-8-102(3),  MCA.  16 

Agency  Reply:   Concur.   See  page  44. 

Either  comply  with  the  statutes  which 

involve  department  responsibilities  or 

evaluate  and  seek  revision  of  the 

above  described  statutory  requirements.  19 

Agency  Reply:   Concur.   See  page  44. 

Require  agents  to  assess  the 

property  classifications  described 

above  in  accordance  with  statutory 

requirements.  21 

Agency  Reply:   Concur.   See  page  44. 

Require  agents  to  comply  with 
division  instructions  and  statutory 
requirements  in  computing  taxable  pro- 
perty values.  23 

Agency  Reply:   Concur.   See  page  45. 

Compute  taxable  property  values  on  a 

timely  basis.  24 

Agency  Reply:   Concur.   See  page  45. 

Require  agents  to  comply  with  depart- 
ment instructions  in  assessing  furniture, 
fixtures,  specialized  equipment,  motor 
vehicles,  mobile  homes  and  rights  of 
entry,  and  establish  alternative  pro- 
cedures for  mobile  home  assessment.  27 

Agency  Reply:   Concur.   See  page  45. 


SUMMARY  OF  RECOMMENDATIONS  (Continued) 

Paae 

Require  agents  to  obtain  properly 
completed  supplemental  assessment 
statements  from  taxpayers.  27 

Agency  Reply:   Concur.   See  page  45 . 

Require  agents  to  document  necessary 
information  used  in  the  market  value 
determination  of  personal  property.  28 

Agency  Reply:   Concur.   See  page  46. 

Send  notices  of  changes  in  property  classi- 
fication and  valuation  to  taxpayers  on  a 
timely  basis.  29 

Agency  Reply:   Concur.   See  page  46. 

Verify  that  agents  of  the  department  are 
properly  computing  the  rollback  tax 
depending  upon  the  outcome  of  the  con- 
stitutionality issue.  30 

Agency  Reply:   Concur.   See  page  46. 

Ensure  that  agents  comply  with  the  sta- 
tutory provisions  of  section  15-7-209, 
MCA.  31 

Agency  Reply:   Concur.   See  page  46. 

Establish  procedures  to  ensure  accurate 

data  input  in  computing  mass  appraisal 

values.  33 

Agency  Reply:   Concur.   See  page  47. 


Establish  procedures  to  ensure  the  confi- 
dentiality of  realty  transfer  certifi- 
cates as  provided  by  section  15-7-308, 
MCA.  35 

Agency  Reply:   Concur.   See  page  47. 
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SUMMARY  OF  RECOMMENDATIONS  (Continued) 

Pa^e 

Inform  county  treasurers  of  the  provisions 
of  the  Homestead  Tax  Relief  Act  relating 
to  the  preparation  of  tax  statements  show- 
ing the  state's  share  of  the  homeowner's 
liability.  36 

Agency  Reply:   House  Bill  925,  passed  by 
the  1979  Legislature,  changed  the  pro- 
visions of  the  Homestead  Tax  Relief 
Program.  See  page  47. 

Distribute  the  state's  share  of  the  home- 
stead tax  relief  liability  according  to 
provisions  of  the  act.  37 

Agency  Reply:   House  Bill  925,  passed  by 
the  1979  Legislature,  changed  the  pro- 
visions of  the  Homestead  Tax  Relief 
Program.  See  page  47. 
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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Herein  transmitted  is  the  report  on  our  compliance 
review  of  the  Property  Assessment  Division  of  the 
Department  of  Revenue  for  tax  year  1978.   Our  review 
focused  on  the  division's  compliance  with  applicable 
statutes  and  rules  in  administering  statewide  property 
assessment.   We  evaluated  procedures,  policies,  forms, 
schedules,  and  instructions  used  for  property  tax 
assessment  to  ensure  compliance  with  applicable  stat- 
utes and  administrative  rules.  We  reviewed  the  computer 
software  used  to  compute  the  homestead  tax  relief 
payments  to  determine  compliance  with  the  Homestead  Tax 
Relief  Act.  We  also  performed  tests  of  taxable  valuation 
computations  for  selected  property  classifications. 
Many  of  our  findings  resulted  from  work  we  performed  in 
six  Montana  counties  in  late  fiscal  year  1977-78. 

Our  audit  scope  excluded  testing  of  compliance 
with  applicable  statutes  and  administrative  rules  for 
computation  of  property  taxes  according  to  the  estab- 
lished county  mill  levies,  review  of  the  county  and 
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state  tax  appeal  boards.,  taxation  of  cities  and  towns, 
and  collection  of  property  taxes  by  the  county  trea- 
surer.  Because  of  the  magnitude  and  expertise  required 
for  examining  individual  real  property  appraisals,  our 
audit  scope  also  excluded  computations  of  real  property 
appraisals.   Our  audit  of  the  Department  of  Revenue 
included  the  division's  expenditures  for  fiscal  years 
1975-76  and  1976-77.   Our  report  on  the  department's 
financial  statements  will  be  included  in  a  separate 
report. 

We  wish  to  express  our  appreciation  to  the  director 
of  the  Department  of  Revenue  and  her  staff  for  their 
cooperation  and  assistance  during  our  review.   We  also 
thank  local  governmental  officials  for  their  assistance. 

Respectfully  submitted, 

Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 
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CHAPTER  I 
PROPERTY  ASSESSMENT  IN  MONTANA 
HISTORY  OF  STATE  INVOLVEMENT 

The  1889  Montana  Constitution  addressed  property 
assessment  by  creating  the  State  Board  of  Equalization 
"To  adjust  and  equalize  the  valuation  of  taxable  pro- 
perty among  the  several  counties  of  the  state."   In 
1917  the  electorate  amended  the  constitution  granting 
the  board  broader  powers  to  ensure  fair,  just,  and 
equitable  valuation. 

In  1923  the  legislature  further  broadened  and 
defined  the  board's  powers  by  allowing  the  board: 

1)  "To  have  and  exercise  general  supervision 
over  the  administration  of  the  assessment  and 
tax  laws  of  the  state  ..."  and 

2)  "To  prescribe  rules  and  regulations  ...  to 
govern  county  boards  of  equalization  and  the 
assessors  of  the  different  counties  in  the 
performance  of  their  duties.  ..." 

Although  the  legislature  empowered  the  board  to 
administer  the  state  assessment  laws  and  govern  the 
assessors,  the  board  did  not  prescribe  any  mandatory 
assessment  rules  to  guide  the  assessors  between  1923 
and  1962.  Assessments  and  appraisals  were  conducted 
locally,  entirely  at  the  county's  discretion.  In  the 
early  1960 's  the  board  began  to  publish  and  require 
assessors  to  follow  its  assessment  rules. 

Recognizing  the  inconsistencies  in  assessing  and 
appraising  property  between  counties,  the  1972  Consti- 
tutional Convention  rewrote  the  constitutional  property 


assessment  provisions.   The  1972  Constitution  abolished 
the  State  Board  of  Equalization  as  administrator  of  the 
state  assessment  and  tax  laws.   Instead,  Article  VII, 
Section  3  of  the  Constitution  provides,  "The  state 
shall  appraise,  assess,  and  equalize  the  valuation  of 
all  property  which  is  to  be  taxed  in  the  manner  pro- 
vided by  law. " 

In  1973  the  Montana  legislature  declared  that  "the 
Department  of  Revenue  shall  have  full  charge  of  assess- 
ing all  property  subject  to  taxation  and  equalizing 
values  .  .  ."   (Section  15-8-101,  MCA.)   The  legisla- 
ture also  designated  the  county  assessors  as  "agents  of 
the  Department  of  Revenue"  for  assessing  taxable  pro- 
perty within  the  county. 

In  response  to  the  legislative  mandate,  the  De- 
partment of  Revenue  established  the  Property  Assessment 
Division  within  the  department  to  administer  the  pro- 
perty tax  laws  of  Montana. 
THE  PROPERTY  ASSESSMENT  DIVISION 

The  Property  Assessment  Division  is  responsible 
for  assuring  equitable  valuations  of  taxable  property 
for  all  property  classifications,  individual  taxpayers, 
and  counties.   The  division  consists  of  four  bureaus: 
(1)  the  Real  Property  Bureau,  (2)  the  Personal  Property 
Bureau,  (3)  the  Inter-county  Bureau,  and  (4)  the  Mass 
Appraisal  Bureau. 


The  Real  Property  Bureau  appraises  all  land  and 
improvements  throughout  the  state.   Classifications  of 
land  include  agricultural,  timber,  residential,  commer- 
cial, and  rights  of  entry.   Improvements  consist  of 
attachments  to  the  land  such  as  buildings,  fences,  and 
street  lights. 

The  Personal  Property  Bureau  administers  assess- 
ments of  all  personal  property.   Personal  property  is 
defined  as  tangible,  moveable  objects,  claims  or  debts. 
Examples  are  machinery,  equipment,  motor  vehicles, 
commercial  furniture  and  fixtures,  inventories,  live- 
stock, and  capital  stock. 

Assessment  of  mining  proceeds  and  public  utilities 
is  performed  by  the  Inter-county  Bureau.   Mining  pro- 
ceeds are  derived  from  the  extraction  of  coal,  metals, 
miscellaneous  minerals,   and  petroleum.   This  bureau 
also  assesses  the  "continuous  property"  of  the  public 
utilities.   "Continuous  property"  is  defined  as  pro- 
perty crossing  county  lines  in  providing  services  of 
the  utility.   For  example,  telephone  lines,  railroad 
tracks,  and  commercial  airlines  represent  continuous 
property.   Noncontinuous  property,  such  as  substations, 
depots,  or  terminals  are  assessed  locally.   Locally 
assessed  property  values  submitted  to  the  bureau  are 
included  with  the  "continuous  property"  assessed  values 
to  arrive  at  a  total  utility  assessment. 


The  Mass  Appraisal  Bureau  was  established  to 
accumulate  data  on  real  property  appraisals.   For  tax 
years  1977  and  1978,  this  bureau  also  processed  appli- 
cations for  the  state  funded  homestead  tax  relief 
program.   The  bureau  also  compiles  statistics  on  realty 
transfers . 

For  tax  years  1975-1978,  the  Property  Assessment 
Division  reported  statewide  assessed  and  taxable  valu- 
ations as  depicted  in  the  following  table: 

STATEWIDE  ASSESSED  AND  TAXABLE  VALUATIONS 

Assessed  Taxable 

Valuation        Valuation 

1975  $4,374,050,185     $1,350,774,330 

1976  4,778,405,162      1,391,935,128 

1977  5,105,825,522      1,466,674,705 

1978  13,103,720,390*     1,568,285,437 

Table  1 

*For  tax  year  1978,  the  assessed  valuation  represents 
the  property's  market  value  at  a  designated  historical 
date. 

Source:   Reports  of  the  State  Department  of  Revenue, 

July  1,  1974  to  June  30,  1976  and  July  1,  1976 
to  June  30,  1978. 

Although  the  division  administers  the  property  tax 
laws,  the  division  does  not  collect  property  taxes. 
Property  taxes  are  collected  by  the  counties.   The 
General  Fund  finances  the  division's  expenditures  and 
the  expenditures  incurred  by  department  agents. 


PROPERTY  SUBJECT  TO  TAXATION 

Section  15-6-101,  MCA,  states  that  "all  property 
in  this  state  is  subject  to  taxation,  except  as  pro- 
vided otherwise." 

Appendix  A  illustrates  property  subject  to  taxa- 
tion according  to  property  classification.   Appendix  A 
depicts  20  different  property  classifications  with  26 
related  taxable  percentages.   Similar  types  of  pro- 
perty, such  as  motor  vehicles  and  recreational  ve- 
hicles, are  assessed  by  different  property  categories 
and  percentages.   The  large  number  of  different  prop- 
erty classifications  and  related  percentages  has  caused 
problems  for  the  assessors.   It  is  difficult  for  asses- 
sors to  determine  appropriate  classifications  and 
taxable  percentages  and  to  accurately  use  the  complex 
tax  structure.   These  problems  may  result  in  inequit- 
able taxation. 

Business  Inventories 

Section  15-6-117,  MCA,  defines  business  inven- 
tories as  "goods  intended  for  sale  or  lease  in  the 
ordinary  course  of  business  and  raw  materials  and  work 
in  progress  with  respect  to  such  goods."   Inventories 
held  by  farm  implement  dealers,  recreational  dealers, 
and  commercial  establishments  are  subject  to  property 
assessment.   However,  the  inventories  of  mobile  home 
dealers  and  automobile  dealers  are  exempt  from  taxation 
through  section  15-8-202,  MCA.   This  statute  states 


that  "no  tax  may  be  assessed  against  motor  vehicles 
that  constitute  inventory  of  motor  vehicle  dealers  as 
of  January  1."   Further,  section  15-6-117,  MCA,  ex- 
cludes mobile  homes  held  by  a  dealer  or  distributor  as 
part  of  his  stock-in-trade  from  the  definition  of 
business  inventories.   Statutes  relating  to  the  assess- 
ment of  business  inventories  are,  therefore,  inconsis- 
tent. 

Tax  Exempt  Property 

Sections  15-6-201  through  15-6-209,  MCA,  outline 
tax  exempt  property  in  Montana.   Besides  exempting 
federal,  state,  and  local  government  property,  educa- 
tional and  religious  facilities,  hospitals,  and  non- 
profit organizations,  Montana  also  exempts  veterans' 
clubhouses,   state  water  conservation  projects,   ir- 
rigation and  drainage  facilities  and  community  services 
buildings.   Tax  exempt  personal  property  includes 
household  goods,  certain  agricultural  products,  moneys 
and  credits,  freeport  merchandise,  and  truck  canopies 
weighing  less  than  300  pounds. 
COMPUTATION  OF  PROPERTY  TAXES 

The  county  assessors  and  appraisers,  as  Department 
of  Revenue  agents,  assess  or  appraise  all  real  and 
personal  property  within  their  counties.  Taxable 
property  values  are  determined  by  multiplying  the 
property  value  by  the  applicable  statutory  taxable 
percentage.   Property  taxes  are  computed  by  applying 


the  county  mill  levy  to  the  taxable  property  value. 
The  following  formulas  summarize  the  tax  computation 
process: 


Property  Value  x  Taxable  Percentage  =  Taxable 
Property  Value 

Taxable  Property  Value  x  Mill  Levy  =  Property 
Taxes  Due 


For  discussion  purposes  we  have  defined  the  terms  used 
in  the  tax  computation  process  as  follows: 


PROPERTY  VALUE  is  the  market  value  as  assessed, 
appraised  or  valued  by  the  state.   Section  15-8- 
111,  MCA,  defines  market  value  as  "the  value  at 
which  property  would  change  hands  between  a  will- 
ing buyer  and  seller.  ..."   This  statute  also 
states  "For  purposes  of  taxation  assessed  value  is 
the  same  as  appraised  value."  Agricultural  prop- 
erty is  assessed  according  to  the  productive 
capacity  of  the  land. 

TAXABLE  PERCENTAGE  is  the  percentage  established 
for  each  class  of  property  in  sections  15-6-102 
through  15-6-121,  MCA. 

TAXABLE  PROPERTY  VALUE  represents  the  taxable 
percentage  of  market  value  computed  according  to 
statute. 

THE  MILL  LEVY  consists  of  state  levies  for  sheep, 
education,  and  livestock,  local  school  district 
levies,  county,  city,  and  special  district  levies. 
A  mill  represents  one-tenth  of  one  cent.   One 
thousand  mills  equal  one  dollar. 


CHAPTER  II 

LACK  OF  UNIFORMITY  IN  PROPERTY  TAX  ASSESSMENT 

Although  the  Department  of  Revenue,  through  the 
Property  Assessment  Division,  has  been  charged  with  the 
responsibility  "to  assess  and  equalize  values  of  all 
property, "  property  assessment  in  Montana  is  not  uni- 
form.  Inconsistencies  in  assessing  property  between 
counties  still  exist.  Nonuniformity  in  property  assess- 
ment is  attributable  to  the  division's  administration 
and  supervision  and  to  the  county's  application  of  the 
property  assessment  laws,  rules,  and  procedures. 
PROPERTY  ASSESSMENT  ADMINISTRATION  AND  SUPERVISION 

Through  the  bureaus  and  district  supervisors,  the 
Property  Assessment  Division  coordinates  the  agents  of 
the  department,  the  county  assessors  and  appraisers,  in 
assessing  property  in  the  state.   The  county  assessors 
are  elected  officials,  while  the  appraisers  are  state 
employees.   Division   activities   include   informing 
department  agents  of  current  statutory  requirements  and 
procedures  and  distributing  assessment  forms,  instruc- 
tions and  policies  to  the  counties. 

Based  on  our  county  visits,  we  observed  that  the 
counties  received  inadequate  supervision  from  the 
division  regarding  statutory  requirements,  assessment 
procedures  and  forms . 
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District  Supervisors 

The  Property  Assessment  Division  geographically 
divided  the  state  into  six  districts.   Each  district, 
supervised  by  a  Helena-based  supervisor,  consists  of  7 
to  13  counties.   The  district  supervisors  inform  and 
assist  department  agents  in  the  property  assessment 
process . 

The  supervisors  meet  in  Helena  each  Monday  morning 
and  Friday  afternoon.   During  the  week,  the  supervisors 
travel  to  the  counties  within  their  respective  dis- 
tricts. 

The  division  has  required  Helena  based  supervisors 
to  maintain  close  communication  with  the  central  of- 
fice.  Division  personnel  believe  that  independence  may 
be  lost  if  the  district  supervisors  reside  in  their 
district. 

To  reduce  travel  time  and  expense  and  to  allow 
adequate  time  to  assist  department  agents  with  statu- 
tory requirements,  assessment  procedures,  and  forms, 
the  department  should  consider  requiring  district 
supervisors  to  reside  in  their  respective  districts. 

RECOMMENDATION 

We    recommend    that    the    department    review   the   need    for 

district  supervisors  to  reside  in  their  respective  districts. 


The  MCA  and  ARM 

We  reviewed  and  compared  property  assessment 
procedures,  forms,  instructions,  and  sections  of  the 
Montana  Code  Annotated  (MCA)  and  the  Administrative 
Rules  of  Montana  (ARM).   Certain  procedures,  forms,  and 
instructions  were  not  in  compliance  with  the  ARM. 
Also,  certain  ARM  sections  were  not  in  compliance  with 
the  statutes.   Differences  between  procedures,  forms, 
instructions,  MCA,  and  ARM  sections  pertain  to  assess- 
ment dates,  terms,  methods,  property  values,  inappro- 
priate references  to  statutes  and  property  classifica- 
tions. 

We  also  noted  one  example  where  current  property 
assessment  procedures  do  not  coincide  with  the  MCA. 
Section  15-24-701,  MCA,  states  that  production  credit 
associations  shall  pay  taxes  on  all  real  and  personal 
property  owned  by  such  association  and  also  upon  the 
moneyed  capital  employed  in  such  business.  This  stat- 
ute is  not  in  compliance  with  federal  law  which  pre- 
cludes taxation  of  moneyed  capital  of  production  credit 
associations.   The  Property  Assessment  Division  cur- 
rently exempts  the  moneyed  capital  of  production  credit 
associations  from  taxation. 

Nonconformity   between   department   procedures, 
forms,  instructions,  ARM  and  MCA  sections  results  from 
untimely  revision  and  update  of  the  MCA  and  ARM. 
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RECOMMENDATION 

We   recommend    that   the    department   ensure    that   the   ARM 
reflects    current    procedures,    forms,    and    instructions    for 
property   assessment   and    propose  legislation  needed  to  au- 
thorize assessment  procedures. 

PROCEDURES  AND  POLICIES 

Procedures  have  not  been  clearly  defined  for  the 
destruction  of  tax  records.  Counties  are  not  consis- 
tently assessing  the  greenbelt  rollback  tax.  Policies 
are  inconsistent  or  lacking  in  the  areas  of  commercial 
property  appraisal,  Production  Credit  Association 
assessment,  and  assessment  of  additional  property  im- 
provements . 

Appraisal  of  Residential  and  Commercial  Improvements 

The  department  specifies  two  different  manuals  for 
the  appraisal  of  residential  and  commercial  improve- 
ments.  Residential  improvements  are  appraised  accord- 
ing to  an  appraisal  manual  using  1972  market  values. 
The  Marshall-Stevens  appraisal  manual,  based  on  1976 
market  values,  is  used  to  appraise  commercial  property. 

In  September  1978,  the  State  Tax  Appeal  Board 
ordered  a  34  percent  reduction  on  commercial  property 
appraisals  for  those  taxpayers  upheld  in  appealing  at 
the  state  level.   In  November,  the  district  court  in 
Helena  issued  a  temporary  restraining  order  relating  to 
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the  STAB  ruling.   The  issue  is  currently  in  litigation 
at  the  district  court  level. 
Greenbelt  Rollback  Tax 

In  1973  the  Greenbelt  statutes  were  enacted  to 
discourage  farmland  from  being  developed  as  housing 
subdivisions.   The  greenbelt  rollback  tax  applies  to  a 
use  change  from  agricultural  land  to  nonagricultural 
land. 

In  February  of  1978,  the  State  Tax  Appeal  Board 
ruled  the  greenbelt  rollback  tax  unconstitutional.   The 
board  ruled  that  the  tax  was  a  retroactive  penalty  not 
a  true  property  tax.   The  issue  is  currently  being 
resolved  in  court. 

Because  of  the  constitutionality  issue,  the  roll- 
back tax  was  not  being  assessed  in  one  county.   In  the 
five  other  counties  visited,  the  rollback  tax,  when 
applicable,  was  assessed. 

RECOMMENDATION 

We  recommend  that  the  department  direct  agents  to  consis- 
tently assess  the  rollback  tax. 

Destruction  of  Tax  Records 

Section  15-1-103,  MCA,  states  that: 

"Notwithstanding  the  provisions  of  any  other 
chapter  of  this  code,  the  Department  of 
Revenue  is  authorized  to  destroy  tax  records 
more  than  three  years  old  as  shall  be  deter- 
mined to  be  of  no  further  value.  Authoriza- 
tion for  destruction  of  tax  records  shall  be 
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by  the  director  of  revenue  or  authorized 
employees  of  the  department.   A  copy  of  the 
authorization  and  authenticated  list  shall  be 
maintained  by  the  department." 

Also,  section  2-6-212,  MCA,  states  that: 

"No  public  record  may  be  disposed  of  or 
destroyed  without  the  unanimous  approval  of 
the  state  records  committee." 

Section  7-5-2132,  MCA,  states  that: 

"Upon  the  order  of  the  board  of  county  commis- 
sioners and  with  the  approval  of  the  depart- 
ment of  community  affairs,  a  county  officer 
may  destroy  old  worthless  reports,  papers,  or 
records  in  his  office  that  served  their 
purpose  and  that  are  substantiated  by  perma- 
nent records . " 

Section  7-4-2203  refers  to  the  assessor  as  a 
county  officer. 

In  discussion  with  county  staff,  staff  from  two 
counties  stated  that  tax  records  are  destroyed  only 
upon  approval  from  the  county  clerk  and  recorder,  the 
Department  of  Community  Affairs,  or  the  State  Auditor. 


RECOMMENDATION 

We    recommend    that    the    department   inform   agents    of   the 

proper  procedures  for  destruction  of  tax  records. 

Production  Credit  Association  (PCA)  Assessment 

Section  15-24-701,  MCA,  requires  every  production 
credit  association  to  furnish  a  statement  of  resources 
and  liabilities  to  the  county  assessor  within  five  days 
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after  demand.   This  statement  of  resources  includes 
personal  property.   However,  the  department  supplies 
the  production  credit  association  a  supplemental  assess- 
ment form  for  personal  property.   This  form  is  to  be 
completed  by  all  filers  within  30  days  after  receipt. 
Therefore,  a  conflict  exists  between  statutory  and 
department  policy  deadlines. 

RECOMMENDATION 

We  recommend  that  the  department  require  Production  Credit 
Associations  to  file  assessment  statements  according  to  statu- 
tory provisions. 

Additional  Property  Improvements 

The  appraiser's  valuation  of  all  taxable  real 
property  in  the  county  must  also  include  new  property 
additions  or  increases  in  property  values.  Inside  the 
city  limits,  appraisers  use  city  building  permits  to 
detect  new  property  to  be  appraised.  Outside  the  city 
limits,  property  additions  are  detected  by  hearsay  or 
observation. 

Based  on  discussions  with  county  appraisers,  some 
appraisers  believe  they  cannot  adequately  detect  pro- 
perty additions  outside  the  city  limits.   Due  to  the 
county  size  and  limited  or  inexperienced  appraisal 
staff,  detecting  property  additions  by  observation  is 
not  feasible  in  some  counties. 
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Because  appraisers  are  unable  to  detect  all  new 
property  additions  within  the  counties,  improvement 
appraisals  may  be  inconsistent  between  city  and  noncity 
taxpayers.   To  ensure  consistency  between  all  taxpayers 
within  the  county,  the  Department  of  Revenue  should 
review  methods  for  detecting  and  reporting  property 
improvements . 

RECOMMENDATION 

We  recommend  that  the   department  determine  and  implement 

methods  for  detecting  property  improvements. 

Forms 

In  testing  the  counties'  use  of  forms,  we  found 
that  county  staff  were  not  using  certain  assessment 
forms  furnished  by  the  department.   Because  of  county 
automated  systems  requiring  specialized  forms,  county 
personnel  developed  their  own  forms.   Also,  county 
personnel  believed  certain  department  forms  contained 
poor  language,  were  awkward  to  use,  and  had  no  value. 
Certain  forms  were  not  used  because  the  county  staff 
were  unaware  of  the  forms'  existence. 

Nonuse  of  state  forms  results  in  lack  of  unifor- 
mity between  counties,  taxpayers  being  inaccurately 
informed,  and  additional  printing  expense  for  special- 
ized forms. 
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RECOMMENDATION 

We    recommend    that    the    department    revise    forms   to  better 

meet  the  needs  of  local  governments. 

Maps 

Section  15-8-102(3),  MCA,  requires  the  Department 
of  Revenue  to  provide  maps  for  the  use  of  its  agents. 
The  cost  of  making  such  maps  is  a  state  expense  and 
must  be  paid  from  the  state's  General  Fund. 

Based  upon  discussions  with  department  personnel, 
county  assessors  and  appraisers,  the  Department  of 
Revenue  is  not  supplying  or  paying  for  maps  for  all 
agents  as  specified  in  section  15-8-102(3),  MCA.   The 
department  has  prepared  maps  for  counties  on  the  mass 
appraisal  system  but  has  not  furnished  maps  for  the 
other  agents  because  of  the  projected  high  cost  in 
preparing  maps. 

RECOMMENDATION 

We  recommend   that  the   department  provide  maps  for  agents' 

use  as  required  by  section  15-8-102(3),  MCA. 

LOCAL   PROPERTY   ASSESSMENT 

Through    the    Real    and    Personal    Property    Bureaus, 
agents   of  the  Department  of  Revenue   appraise   and  assess 
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all  land,  improvements,  and  personal  property  through- 
out the  state.   For  each  of  the  six  counties  included 
in  our  testing,  we  reviewed  the  local  assessment  pro- 
cess and  procedures  for  compliance  with  applicable 
statutes . 
PROPERTY  ASSESSMENT  PROCESS 

Through  the  tax  year,  Property  Assessment  Division 
personnel,  county  assessors,   appraisers,  clerk  and 
recorders,  and  treasurers  interact  to  complete  the 
assessment  process  by  specified  statutory  dates.   In 
visiting  six  counties,  we  discussed  with  local  govern- 
ment officials  their  assessment  process  to  determine 
compliance  with  statutory  dates.   From  our  county 
visits,  we  noted  noncompliance  by  local  government 
officials  with  the  following  statutes: 


■Section  15-1-506,  MCA,  states  that  "the  Department 
of  Revenue,  county  attorney,  and  county  treasurer 
must  annually,  on  the  first  Monday  of  January, 
make  settlement  with  the  county  clerk  and  recorder 
of  all  transactions  connected  with  revenue  for  the 
previous  year.  ..."   Four  of  the  six  counties 
contacted  were  not  complying  with  this  statute. 

■None  of  the  six  counties  visited  were  complying 
with  section  15-23-302,  MCA,  which  requires  the 
assessors  to  transmit  to  the  department  a  state- 
ment of  all  locally  assessed  property  of  inter- 
county  utilities  by  the  first  Monday  in  May. 

-Sections  15-10-301  through  15-10-307,  MCA,  and 
section  15-8-705,  MCA,  detail  the  clerk  and  re- 
corder's involvement  in  the  assessment  process. 
These  statutes  require  the  assessment  book  to  be 
transferred  to  the  clerk  and  recorder  for  public 
inspection  upon  completion  by  the  assessor.   The 
clerk  and  recorder  must  record  changes  in  the 
assessment  book  and  transmit  duplicate  assessment 
statements  to  the  Department  of  Revenue  and  to  the 
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State  Auditor  by  the  second  Monday  in  August. 
After  transfer  of  the  assessment  book  to  and  from 
the  assessor,  the  clerk  and  recorder  delivers  the 
assessment  book  to  the  county  treasurer  by  the 
third  Monday  in  October.   In  each  of  the  six 
counties  visited,   the  clerk  and  recorder  had 
little  or  no  involvement  in  the  assessment  pro- 
cess . 

■Four  counties  were  not  complying  with  section 
15-8-707,  MCA.   This  section  states  that  "omis- 
sions, errors  or  defects  in  the  original  or  dupli- 
cate assessment  book  may,  with  the  consent  of  the 
county  attorney,  be  supplied  or  corrected  by  the 
department  .     . "   Omissions  or  corrections  in 
three  counties  were  made  by  the  assessor  without 
approval  of  the  county  attorney.   In  one  county, 
the  county  commissioners  approved  changes  in  the 
assessment  books. 

The  1979  legislature  amended  this  statute  by 
allowing  the  county  treasurer,  assessor  or  the 
department  to  correct  the  assessment  book.  Consent 
of  the  county  attorney  is  only  required  if  the 
assessment  correction  is  the  subject  of  pending 
litigation. 


Local  government  officials  explained  that  either 
they  were  unaware  of  these  statutory  requirements  or 
they  believed  these  procedures  were  outdated. 

Sections  15-8-705,  15-8-706,  and  20-9-122,  MCA, 
state  that  "The  agent  of  the  Department  of  Revenue  must 
transmit  to  the  county,  city,  and  town,  clerk  and 
recorder,  Department  of  Revenue,  and  county  superin- 
tendent a  completed  assessment  book  by  the  second 
Monday  in  July."   County  personnel  are  not  submitting 
statements  to  the  Department  of  Revenue  by  the  statu- 
tory deadline.   These  statements  are  used  by  the  de- 
partment to  compile  statistics  for  the  biennial  report 
to  the  Governor.   For  tax  year  1977,  4  of  the  56  coun- 
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ties  submitted  reports  within  one  week  after  the  dead- 
line.  No  counties  submitted  the  required  report  by  the 
deadline  in  tax  year  1978.   The  last  assessment  report 
for  tax  year  1978  was  received  in  January  1979.   Re- 
ports are  usually  received  from  July  through  September. 

Because  the  assessor's  workload  has  become  de- 
tailed and  time  consuming,  the  department  does  not 
demand  the  reports  by  the  second  Monday  in  July. 
Department  personnel  believe  the  deadline  is  too  re- 
strictive. 

Local  government  officials  and  the  Department  of 
Revenue  should  either  comply  with  the  statutes  or 
evaluate  and  seek  revision  of  statutory  requirements. 

RECOMMENDATION 

We    recommend    that   the    department  either  comply  with  the 
statutes  which  involve  department  responsibilities  or  evaluate 
and  seek  revision  of  the  above  described  statutory  require- 
ments. 

PROPERTY  ASSESSMENT  PROCEDURES 

We  reviewed  property  assessment  procedures  for  all 
property  classifications  to  determine  compliance  with 
applicable  statutes.   From  our  county  visits,  we  noted 
statutory  noncompliance  in  assessing  the  following 
types  of  property: 
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•Agricultural  Land-Sections  15-7-202  and  15-7-206, 
MCA,  specify  criteria  for  the  valuation,  assess- 
ment, and  taxation  of  agricultural  land.  To  be 
classified  and  assessed  as  agricultural  land  the 
following  criteria  must  be  met: 

1.  Either  the  land  area  is  not  less  than  five 
contiguous  acres  and  is  actively  devoted  to 
agriculture  or  the  land  produces  for  sale  or 
home  consumption  the  equivalent  of  15  percent 
or  more  of  the  owner's  annual  gross  income. 

2.  The  total  area  of  land  devoted  to  agricul- 
tural use  shall  include  area  under  barns, 
silos,  lakes,  ponds,  streams,  and  like  facil- 
ities . 

Many  appraisers  are  not  always  using  the  above 
statutory  criteria  in  assessing  land  as  agricul- 
tural land.   For  example,  personnel  from  three 
counties  stated  that  income  is  an  unrealistic 
factor  in  assessing  agricultural  land.   Instead, 
agricultural  land  is  classified  and  assessed  based 
on  personal  judgment.   In  two  counties,  one  acre 
of  land  for  the  homesite  is  assessed  as  residen- 
tial land  instead  of  agricultural  land. 

-Irrigated  Land- According  to  section  15-7-216,  MCA, 
"The  department  shall  continue  to  assess,  without 
consideration  of  any  increase  in  productivity, 
agricultural  land  introduced  to  an  irrigation 
system  as  nonirrigated  land  for  the  first  three 
years."  From  our  county  visits,  we  found  that  one 
county  appraiser  immediately  assessed  nonirrigated 
land  introduced  to  an  irrigation  system  as  irri- 
gated land. 

-Migratory  Property-Personnel  from  three  of  the  six 
counties  visited  misunderstood  the  provisions  of 
section  15-24-301(4),  MCA.   This  section,  dealing 
with  migratory  personal  property,  states  that  "the 
section  shall  not  apply  to  motor  vehicles  coming 
into  the  state  by  nonresident,  migratory,  bona 
fide  agricultural  workers  temporarily  employed  in 
agricultural  work  in  Montana  ..."   In  these 
counties,   such  migratory  personal  property  was 
assessed.   The  1979  legislature  modified  this 
statute  by  exempting  vehicles  owned  by  nonresi- 
dents temporarily  in  Montana. 

-Camper  Assessment-Section  15-8-202,  MCA,  states 
that  "a  camper  which  is  customarily  attached  to  a 
motor  vehicle  shall  be  assessed  at  the  time  the 
vehicle  is  assessed."   We  found  that  in  two  coun- 
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ties  visited,  campers  are  not  assessed  at  the  same 
time  as  the  vehicle.   Instead,  the  campers  are 
assessed  at  a  time  according  to  the  individual's 
desires . 

•Recreational  Vehicles  Owned  by  Retired  Persons- 
Section  15-6-121,  MCA,  defines  class  twenty  pro- 
perty as  pickup  campers,  travel  trailers,  fifth 
wheel  trailers,  or  motor  homes  which  are  owned  by 
persons  60  years  of  age  or  older  meeting  certain 
qualifications . 

A  person  owning  class  twenty  property  is  entitled 
to  a  beneficial  tax  rate.   To  receive  the  lower 
tax  rate,  the  taxpayer  must  file  an  affidavit  with 
the  county  assessor.   In  one  county  3  of  the  11 
class  twenty  property  assessments  did  not  have  a 
corresponding  affidavit  filed  with  the  county 
assessor.   We  could  not  determine  from  the  county 
records  if  the  taxpayer  was  eligible  for  this  tax 
classification. 


To  ensure  consistency  in  property  assessment,  all 
property  should  be  assessed  according  to  statutory 
requirements . 

RECOMMENDATION 

We  recommend  that  the  department  require  agents  to  assess 
the  property  classifications  described  above  in  accordance 
with  statutory  requirements. 

REVIEW  OF  SELECTED  PROPERTY  CLASSIFICATIONS 

For  each  of  the  six  counties  we  visited,  we  tested 
taxable  and  market  value  computations  for  selected 
property  classifications.   The  personal  property  clas- 
sifications selected  included  large  trucks  and  com- 
mercial trailers,  unprocessed  agricultural  products, 
commercial  furniture  and  fixtures,  motor  vehicles, 
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mobile  homes  and  recreational  vehicles  owned  by  retired 
persons.   The  real  property  classifications  selected 
included  rights  of  entry,  improvements,  incremental 
increases  in  real  estate  values  produced  by  improve- 
ments and  nonagricultural  land.   We  also  reviewed 
rollback  tax  assessments. 

Taxable  Property  Value  Computations 

In  testing  taxable  value  computations,  we  noted 
that  some  counties  were  not  using  the  correct  taxable 
percentage  in  determining  taxable  values.  For  example: 


■Department  agents  in  four  of  the  six  counties 
assessed  snowmobiles  at  13.3  percent  instead  of  20 
percent  of  the  market  value  for  the  first  six 
months  of  1978.   According  to  department  offi- 
cials, the  13.3  taxable  percentage  was  not  effec- 
tive until  July  1,  the  snowmobile  assessment  date. 
Therefore,   for  the  first  six  months  of  1978, 
snowmobiles  should  have  been  assessed  at  20  per- 
cent of  their  market  value. 

■Staff  from  one  county  calculated  taxable  property 
valuations  for  camper  trailers  and  truck  campers 
using  13.3  percent  instead  of  the  required  12 
percent  of  the  market  value. 


County  personnel  did  not  compute  taxable  property 
values  according  to  applicable  statutory  taxable  per- 
centages because  of  misinterpretation  of  Department  of 
Revenue  instructions,  unawareness  of  statutory  require- 
ments, and  ease  of  applying  a  "more  appropriate"  per- 
centage.  We  also  noted  three  instances  where,  due  to 
clerical  errors,  incorrect  taxable  percentages  were 
used  in  computing  taxable  values . 
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To  ensure  equitable  taxation  for  all  property 
classifications  among  taxpayers  and  between  counties, 
the  Department  of  Revenue  should  require  agents  to 
comply  with  department  instructions  and  statutory 
requirements  in  computing  taxable  property  values. 

RECOMMENDATION 

We  recommend   that  the   department  require  agents  to  comply 
with    division    instructions    and    statutory    requirements    in 
computing  taxable  property  values. 

Untimely  Taxable  Property  Value  Computations 

In  four  of  the  six  counties  we  visited,  computa- 
tions of  real  property  taxable  values  were  not  com- 
pleted on  a  timely  basis.   Statutorily,  taxable  valua- 
tions must  be  completed  by  the  second  Monday  in  July. 
As  of  August  31,  1978,  real  property  taxable  value 
computations  were  not  completed  in  these  four  counties. 
Taxable  value  computations  were  completed  in  September 
and  November.   Untimely  computations  were  attributed  to 
appraisal  errors,  reprogramming  of  county  automated 
systems,  and  completion  of  reappraisal.   According  to 
division  officials,  taxable  valuations  have  not  been 
timely  for  some  counties  in  previous  years. 

Because  of  untimely  taxable  property  value  compu- 
tations, certain  statutory  provisions  could  not  be  met. 
Sections  15-8-705,  15-8-706,  and  7-6-4410,  MCA,  state 
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that  on  or  before  the  second  Monday  in  July,  the  county 
assessor  must  deliver  a  report  of  the  appraised  values 
and  taxable  values  to  the  clerk  and  recorder,  the 
Department  of  Revenue,  and  cities  and  towns.   Section 
7-6-2502,  MCA,  requires  the  county  commissioners  to  set 
the  county  mill  levy  by  the  second  Monday  in  August. 
These  mill  levies  are  based  upon  each  county's  taxable 
property  value.   Local  government  officials  are  unable 
to  set  mill  levies,  send  out  tax  notices,  and  adopt 
final  budgets  for  the  fiscal  year  until  they  receive 
property  valuations. 

RECOMMENDATION 

We  recommend   that  the  department  compute  taxable  property 

values  on  a  timely  basis. 

MARKET  VALUE  DETERMINATION 

Real  and  personal  property,  except  agricultural 
land,   are  assessed  according  to  market  value.   As 
agents  of  the  Department  of  Revenue,  the  county  asses- 
sor and  appraiser  determine  real  and  personal  property 
market  values  through  Department  of  Revenue  instruc- 
tions, guides,  and  manuals.   Use  of  department  pre- 
scribed procedures  would  result  in  uniform  property 
assessment  in  Montana. 

From  our  county  visits,  we  noted  noncompliance 
with  department  instructions  in  determining  market 
values  for  the  following  property  classifications: 
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-Furniture,  Fixtures,  and  Specialized  Equipment 
Furniture,  fixtures,  and  specialized  equipment  are 
reported  to  the  assessor  by  the  taxpayer  on  a 
supplemental   assessment  statement.   Specialized 
equipment  includes  medical,  dental,  radio,  tele- 
vision, sound  and  theater  equipment. 

Assessors  are  to  compute  market  values  for  furni- 
ture, fixtures,  and  specialized  equipment  using 
the  department's  depreciation  schedules.   Depreci- 
ation rates  and  corresponding  years  of  acquisition 
are  specified  on  these  tables. 

In  five  of  the  six  counties  visited,  we  noted  that 
assessors  were  not  always  using  the  department's 
depreciation  schedules  in  computing  market  values. 
The  assessors  believe  that  the  depreciation  sched- 
ules do  not  reflect  market  value.   Instead  the 
assessors  used  the  previous  year's  market  value, 
personal  judgment,  an  incorrect  depreciation  rate, 
or  no  depreciation  rates  in  computing  market 
values.   Alternative  procedures  were  developed 
because  taxpayers  had  not  correctly,  completely, 
or  realistically  filled  out  supplemental  state- 
ments.  For  example,  some  taxpayers  neglected  to 
report  both  original  cost  and  year  of  acquisition 
for  personal  property. 

-Motor  Vehicles-We  tested  market  value  determina- 
tions for  selected  motor  vehicles.   Motor  vehicles 
tested   included   automobiles,   motor   homes, 
all-terrain  vehicles,  light  trucks,  snowmobiles, 
and  heavy-duty  trucks. 

Agents  of  the  department  are  issued  specific 
instructions  and  guides  in  determining  motor 
vehicle  market  value.   In  four  of  the  six  counties 
visited,  personnel  were  using  incorrect  proce- 
dures, values,  or  guides.   For  example,  county 
personnel  were  using  incorrect  minimum  values,  a 
percentage  of  the  prior  year's  values,  outdated 
charts,   county  prepared  charts,  or  unspecified 
values  from  the  guides.   Other  values,  procedures, 
and  guides  were  used  because  county  personnel 
believed  their  procedures  were  easier  to  implement 
and  resulted  in  more  reasonable  values  than  the 
department's  procedures.    In  some   instances, 
county  personnel  misinterpreted  department  in- 
structions . 

Department  instructions  also  state  "The  market 
values  for  assessing  automobiles  and  light  trucks 
will  be  the  values  in  the  appropriate  guides  with 
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extra  equipment  added."   In  our  county  field  work, 
we  noted  that  personnel  from  five  of  the  six 
counties  did  not  assess  motor  vehicle  extras.   In 
the  larger  counties,  motor  vehicle  extras  were  not 
assessed  because  of  mail  registrations  and  the 
time  involved  in  determining  and  documenting  motor 
vehicle  extras.   Also,   some  county  personnel 
believed  accessory  costs  were  already  included  in 
the  guides. 

■Mobile  Homes-The  department  has  instructed  county 
assessors  to  use  the  Mobile  Home  Market  Report 
Blue  Book  for  determining  market  values  for  mobile 
home  assessment.   If  the  blue  book  does  not  con- 
tain a  market  value  for  the  mobile  home  to  be 
assessed,   the  assessor  shall  use  alternative 
methods  developed  by  the  department. 

In  two  of  the  six  counties  visited,  we  noted  that 
assessment  methods  were  not  in  accordance  with 
department  instructions.   Some  assessors  were 
using  authorized  alternative  methods  before  at- 
tempting to  use  the  blue  book.  Also,  unauthorized 
alternative  procedures  were  used  for  mobile  home 
market  value  determinations.   Alternative  proce- 
dures included  use  of  the  previous  year's  market 
value  and  a  minimum  market  value.   Some  mobile 
homes  were  assessed  by  consistently  classifying 
all  mobile  homes  as  one  quality  type. 

Five  of  six  county  assessors  expressed  dissatis- 
faction with  the  Mobile  Home  Market  Report  Blue 
Book  in  determining  mobile  home  market  values. 
The  assessors  believe  the  information  provided  in 
the  blue  book  does  not  justify  use  of  the  book. 
The  blue  book  is  not  yielding  desired  results  for 
mobile  home  assessment.   Therefore,  the  assessors 
rely  on  alternative  methods. 

-Rights  of  Entry-Right  of  entry,  class  one  prop- 
erty, represents  the  right  to  explore  and  prospect 
to  extract  oil,  gas,  coal,  or  minerals.  According 
to  the  statute,  the  market  value  of  the  right  of 
entry  is  determined  by  the  Department  of  Revenue. 
Department  instructions  state  that  the  right  of 
entry  shall  be  assessed  at  25  cents  per  acre. 

In  our  county  field  work,  we  noted  that  personnel 
from  one  county  assessed  rights  of  entry  at  32 
cents  per  acre.   One  county  assessor  stated  that 
the  rights  of  entry  in  his  county  are  simply  not 
assessed.   Procedures  for  the  assessment  of  rights 
of  entry  in  one  county  require  rounding  to  the 
nearest  ten  acres  and  setting  a  minimum  market 
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value.   For  45  counties  reporting  to  the  depart- 
ment, 12  counties  assessed  rights  of  entry  for  tax 
year  1978  at  a  rate  other  than  25  cents  per  acre. 


The  use  of  incorrect  procedures,  values,  and 
guides  result  in  inconsistent  assessments  between 
counties . 

RECOMMENDATION 

We  recommend  that  the  department  require  agents  to: 

1.  Comply  with  department  instructions  in  assessing  furni- 
ture,   fixtures,    specialized    equipment,    motor   vehicles, 
mobile  homes  and  rights  of  entry,  and  establish  alterna- 
tive procedures  for  mobile  home  assessment. 

2.  Obtain     properly     completed     supplemental    assessment 
statements  from  taxpayers. 

Personal  Property  Market  Values 

In  our  field  work  we  tested  market  value  determi- 
nations for  selected  personal  property  classifications. 
The  market  values  for  47  percent  of  the  sampled  compu- 
tations were  incorrect  or  could  not  be  redetermined. 
Incorrect  market  value  computations  were  attributed  to 
clerical  errors  or  noncompliance  with  department  assess- 
ment procedures.   Due  to  lack  of  documentation  of 
assessment  procedures  and  inadequate  property  descrip- 
tions at  the  time  of  assessment,  a  number  of  market 
values  sampled  could  not  be  redetermined.   Market 
values  could  not  be  redetermined  for  certain  large 
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trucks  and  commercial  trailers,  mobile  homes,  auto- 
mobiles, light  trucks,  recreational  vehicles,  and 
snowmobiles. 

To  ensure  uniform  personal  property  assessment, 
proper  taxable  value  determination  and  to  allow  subse- 
quent verification,  the  Department  of  Revenue  agents 
should  comply  with  department  assessment  procedures  and 
document  pertinent  information  used  in  the  assessment 
of  personal  property. 

RECOMMENDATION 

We  recommend  that  the  department  require  agents  to  docu- 
ment necessary  information  used  in  the  market  value  deter- 
mination of  personal  property. 

Taxpayer  Notification  of  Appraisal 

Upon  completion  of  the  real  property  valuation 
within  the  county,  the  appraiser  sends  a  "Notice  of 
Change  in  Property  Valuation"  and/or  a  "Notice  of 
Change  in  Property  Classification"  to  the  taxpayer. 
These  notices  inform  the  taxpayer  of  changes  in  classi- 
fication and  appraised  values  for  land  and  improve- 
ments . 

For  tax  year  1978,  the  change  in  valuation  and 
classification  forms  were  sent  out  late  by  four  of  the 
six  counties  we  visited.   Notices  were  late  because  of 
the  time  needed  to  complete  reappraisals  and  errors  in 
computing  appraisal  values. 
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Section  15-15-102,  MCA,  states  that  taxpayers  must 
file  appeals  with  the  County  Tax  Appeal  Board  by  the 
first  Monday  in  June.   For  tax  year  1978,  the  first 
Monday  in  June  was  June  5.   Because  of  late  notices, 
some  taxpayers  may  not  have  had  the  opportunity  to 
appeal  their  property  valuations  and  classifications  by 
June  5.   The  State  Tax  Appeal  Board,  through  the  statu- 
tory authority  of  section  15-15-101,  MCA,  extended  the 
deadline  for  the  County  Tax  Appeal  Board  hearing  ap- 
peals to  September  1. 

Timely  notification  of  changes  in  valuation  and 
classification  would  eliminate  the  administrative  costs 
associated  with  extended  appeals  deadlines. 

RECOMMENDATION 

We  recommend  that  the  department  send  notices  of  changes 
in   property   classification   and    valuation   to  taxpayers  on  a 
timely  basis. 

ROLLBACK  TAX   COMPUTATIONS 

The    greenbelt    rollback    tax    applies    to    land    use 
change    from    agricultural    to    nonagricultural    land.      The 
rollback     tax,      in     addition    to    the    taxpayer's    usual 
property   tax,    pertains   to   the  year  of  land  use   change. 
For    example,     if   the    use    change    occurred    in    1974,    the 
tax  did  not  apply.      If  the   rollback  tax  was   assessed  in 
1975,     the    tax    was     rolled    back    and    applied    for    one 
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year — 1974.   In  1976  and  1977  the  tax  would  be  rolled 
back  two  and  three  years,  respectively.   If  property  is 
assessed  in  1978  or  thereafter,  the  rollback  tax  ap- 
plies for  the  previous  four  years. 

In  testing  samples  of  rollback  tax  computations, 
we  found  that  assessors  in  two  counties  were  computing 
the  tax  incorrectly.   They  were  using  the  wrong  years 
for  the  rollback  period.   The  county  personnel  were 
unaware  of  the  beginning  and  end  of  the  rollback  per- 
iod. 

RECOMMENDATION 

We  recommend  that  the  department  verify  that  agents  of  the 
department  are  properly  computing  the  rollback  tax  depend- 
ing upon  the  outcome  of  the  constitutionality  issue. 

Notification  of  Change  in  Land  Use 

Section  15-7-209,  MCA,   states  that:   (1)  the 
owners  of  land  that  has  been  changed  from  agricultural 
to  nonagricultural  use  must  notify  the  county  assessor 
of  the  change,  and  (2)  the  assessor,  after  being  noti- 
fied of  the  reclassified  land,  must  notify  the  clerk 
and  recorder  that  the  land  is  subject  to  a  rollback 
tax. 

In  our  discussions  with  county  personnel  on  roll- 
back tax  procedures,  staff  from  five  counties  stated 
that  the  owner  does  not  notify  the  county  assessor  of 
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the  change  in  land  use.   Usually,  the  appraiser  noti- 
fies the  assessor  of  the  rollback  tax  assessment. 
Also,  personnel  from  one  county  commented  that  the 
clerk  and  recorder  is  not  involved  in  the  rollback  tax 
assessment. 

RECOMMENDATION 

We  recommend  that  the  department  ensure  that  agents  comply 

with  the  statutory  provisions  of  section  15-7-209,  MCA. 
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CHAPTER  III 
OTHER  DIVISION  OPERATIONS 

Through  the  Mass  Appraisal  Bureau,  the  division 
computes  real  property  appraisal  values  for  some  coun- 
ties and  compiles  statistics  on  realty  transfers.   For 
tax  years  1977  and  1978,  the  division  also  processed 
applications  for  the  state  funded  homestead  tax  relief 
program. 
MASS  APPRAISAL  SYSTEM 

The  mass  appraisal  system  is  an  automated  system 
for  computing  real  property  appraisal  values.   Assessed 
values  on  agricultural  land  are  not  computed  on  the 
mass  appraisal  system. 

Operational  in  January  1977,  the  system  currently 
maintains  appraisal  values  for  nine  counties.   Bureau 
personnel  plan  to  include  seven  additional  counties  on 
the  system  for  the  1979  tax  year.   The  remaining  40 
counties  will  be  included  on  the  mass  appraisal  system 
in  1980. 

For  the  nine  counties  currently  on  the  system,  the 
local  appraiser  collects  and  submits  data  to  the  de- 
partment for  processing.   After  appraisal  values  are 
generated,  county  personnel  receive  a  printout  for 
review. 

In  our  field  work  we  found  that  personnel  from  two 
of  the  nine  mass  appraisal  counties  noted  a  significant 
error  rate  in  the  computed  appraisal  values.  For 
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example,   the  printout  indicated  doubled  values  or 
noncomputation  of  appraisal  values.   Because  of  these 
errors,  appraisers  manually  recomputed  the  values  to 
verify  their  property  appraisals. 

The  high  error  rate  on  the  printouts  was  due  to 
keypunching  errors  at  the  state  level  and  encoding 
problems  by  the  county  mass  appraisal  staffs.   The 
majority  of  the  errors  resulted  from  the  county  staffs' 
failure  to  properly  complete  mass  appraisal  data  entry 
forms . 

To  ensure  accuracy  in  mass  appraisal  computations, 
the  Department  of  Revenue  should  establish  procedures 
to  ensure  accurate  data  input  for  computing  mass  ap- 
praisal values. 

RECOMMENDATION 

We    recommend    that   the  department  establish  procedures  to 

ensure    accurate    data    input    in    computing    mass    appraisal 

values. 

REALTY  TRANSFER  ACT 

The   Realty  Transfer  Act,   sections   15-7-301, 
through  15-7-311,  MCA,  was  enacted  in  1975  to  obtain 
sales  price  data  in  determining  the  uniformity  of  real 
estate  assessments. 

A  realty  transfer  certificate  must  be  completed  by 
the  buyer  or  seller  for  all  real  property  transfers 
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except  as  specifically  exempted.   Certain  properties 
are  exempted  because  they  are  not  reliable  market  value 
indicators.   Exempted  property  includes  agricultural 
land,  property  sales  to  a  government  entity,  and  trans- 
fers not  considered  arms-length  transactions.   The 
completed  realty  transfer  certificate  is  given  to  the 
clerk  and  recorder. 

The  division  inputs  sales  data  from  the  realty 
transfer  certificate  into  the  computer.   Sales  data 
groupings  of  similar  properties  indicate  current  state- 
wide trends.  The  sales  price,  or  market  value,  is  then 
compared  with  the  last  appraisal.   The  last  appraisal 
is  adjusted  by  an  index  factor.   In  comparing  the 
market  value  with  the  appraised  value,  the  division  can 
determine  the  reasonableness  of  the  appraisal.   The 
division  compiles  this  information  and  informs  the 
appraiser  if  he  is  under  or  over  sales  values  in  ap- 
praising property. 
Confidentiality 

Section  15-7-308,  MCA,  states  that  "The  realty 
transfer  certificate  shall  not  be  a  public  record  and 
shall  be  held  confidential  by  the  county  clerk  and 
recorder,  county  assessor,  and  department  of  revenue." 

We  reviewed  the  department's  controls  for  main- 
taining confidentiality  of  the  realty  transfer  certi- 
ficate. Completed  certificates  were  stored  on  coun- 
ters, in  desks,  or  in  unlocked  file  cabinets.   Also, 
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the  division  has  not  established  written  procedures  to 
effectively  control  and  document  access  to  computer 
tapes  containing  realty  transfer  certificate  informa- 
tion. 

RECOMMENDATION 

We  recommend  that  the  department  establish  procedures  to 
ensure  the  confidentiality  of  realty  transfer  certificates  as 
provided  by  section  15-7-308,  MCA. 

HOMESTEAD  TAX  RELIEF  ACT 

The  Homestead  Tax  Relief  Act  enables  homeowners 
meeting  certain  requirements  to  file  for  and  obtain  tax 
relief  on  their  1977  and  1978  property  taxes.   To  be 
eligible  for  relief,  the  applicant  must  own  and  declare 
a  dwelling  and  appurtenant  land  as  his  principal  resi- 
dence as  of  January  1  of  the  assessment  year.   The 
dwelling  must  not  have  been  rented  or  leased  to  others 
for  a  period  exceeding  three  months  in  the  year  pre- 
ceding the  filing  of  the  application.   The  homeowner's 
eligibility  is  determined  locally  and  reviewed  on  the 
state  level.   Applications  must  have  been  submitted  to 
the  department  agent  by  June  30. 

The  Mass  Appraisal  Bureau  processed  applications 
and  computed  homestead  tax  relief  amounts. 
Tax  Liability 

Homestead  Tax  Relief  Act  provisions  direct  the 
county  staff  to  list  separately  the  total  tax  due,  the 
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state's  share  of  the  tax  liability,  and  the  homeowner's 
share  of  the  tax  on  the  homeowner's  tax  bill.   In  our 
review  of  tax  statements  to  be  sent  to  eligible  appli- 
cants, we  found  that  some  statements  did  not  show  the 
state's  share  of  the  tax  liability.   Because  of  the 
late  passage  of  the  act  in  1977,  the  homeowner,  instead 
of  the  treasurer,  was  assigned  the  responsibility  of 
deducting  the  homestead  tax  relief  from  his  total  tax 
liability. 

For  tax  year  1978,  the  counties  were  instructed  to 
deduct  the  tax  relief  on  the  tax  statements  in  compli- 
ance with  the  Homestead  Tax  Relief  Act  provisions. 
Three  of  the  six  counties  we  visited  complied  with  the 
bureau's  instructions  on  tax  relief  deductions. 

RECOMMENDATION 

We  recommend  that  the  department  inform  county  treasurers 
of  the  provisions  of  the  Homestead  Tax  Relief  Act  relating  to 
the  preparation  of  tax  statements  showing  the  state's  share 
of  the  homeowner's  liability. 

Distribution  of  the   State's   Share  of  Tax  Liability 
The  Homestead  Tax  Relief  Act  requires   the   state   to 
remit    its    share    of    the    total    tax    liability    to    the 
counties   in  two   equal   payments.      Payments   shall   be  made 
on  or  before  November  30  and  May  31. 
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In  1978  the  department  made  seven  homestead  tax 
relief  distributions  to  the  counties.   The  first  pay- 
ment of  $7,433,128  was  made  on  October  28,  1977.   Four 
interim  payments  totaling  $989,791  were  made  to  30 
counties  in  February  and  March  of  1978.   The  interim 
payments  were  made  because  of  financial  hardship  incur- 
red at  the  county  level . 

The  second  statutory  payment  of  $5,355,211  was 
split  into  two  separate  payments.   The  second  payment 
split  allowed  counties  to  submit  changes  to  the  depart- 
ment until  May  31.   Those  counties  submitting  changes 
received  payment  on  June  6,  1978,  while  other  counties 
received  payment  on  the  May  31  statutory  deadline. 

RECOMMENDATION 

We    recommend    that    the    department   distribute   the    state's 
share  of  the  homestead  tax  relief  liability  according  to  pro- 
visions of  the  act. 
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APPENDIX  A 


PROPERTY  CLASSIFICATION 


Class 


Class  One 


Description 
Reserved  rights  of  entry 


Taxable 
Percentage 

100%  of  market 
value 


Class  Two 


Net  proceeds  of  all  mines 
except  coal  and  metal 
mines 


100%  of  market 
value 


Class  Three 


Gross  proceeds  of  strip 
method  coal  mines 


45% 


Class  Four 


Class  Five 


Class  Six 


Gross  proceeds  of  under- 
ground coal  mines 

Moneyed  capital  and 
shares  of  banks 

Surplus  up  to  value 
of  capital  stock 

Agricultural  land 


33  1/3%' 


30% 


7% 


30%  of  assessed 
value 


Class  Seven 


Class  Eight 


Class  Nine 


Centrally  assessed  util- 
ity allocations  after 
locally  assessed  prop- 
erty deductions  exclud- 
ing rural  telephone  and 
cooperatives 

Property  not  included  in 
classes  one  through  six 
and  classes  eight  through 
twenty 

Large  trucks  and  com- 
mercial trailers 

Engines,  boilers,  thresh- 
ing machines  and  saddlery 

Agricultural  tools,  im- 
plements and  machinery 
except  as  included  in 
class  twelve  and  fourteen 

Automobiles,  motor  trucks 
and  other  power  driven 
vehicles . 


16%  of  market 
value 


13%  of  market 
value 


13.3%  of  market 
value 
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Class 


Class  Ten 


Class  Eleven 


Class  Twelve 


Class  Thirteen 


Class  Fourteen 


Descript i on 

Furniture  and  fixtures 
used  in  commercial,  of- 
fice, and  hotel  activi- 
ties 

Ski  lifts,  camper 
trailers,  and  truck  value 
campers 

Manufacturing  and  mining 
equipment  except  class 
eighteen  property 

Improvements  and  non- 
agricultural  land  ex- 
cept those  included  in 
class  fifteen  and 
eighteen 

Trailers  affixed  to  land 
owned,  leased,  or  under 
contract  for  purchase 

Mobile  homes  except  those 
included  in  class  fifteen 
and  dealers1  inventory 

Boats,  watercraft,  air- 
craft, motorcycles,  and 
large  farm  machinery 

Incremental  increases  in 
the  valuation  of  real 
estate  produced  by  re- 
pairing, maintaining, 
or  improving  existing 
improvements 

Telephone  communication 
systems  of  rural  areas 

Tools,  implements,  and 
machinery  used  to  repair 
and  maintain  machinery 
not  used  for  manufactur- 
ing and  mining 

Certain  property  of  elec- 
tric utilities 


Taxahle 
Percentage 


12%  of  market 


8.55%  as  deter- 
mined by  sec- 
tion 15-7-121, 
MCA 


11%  of  market 
value 

2.4%  -  1st  year 
4.8%  -  2nd  year 
7.2%  -  3rd  year 
9.6%  -  4th  year 
12%  -  5th  year 
of  market  value 

8%  of  market 
value 
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Class 


Class  Fifteen 


Class  Sixteen 


Description 

Livestock,  poultry,  and 
unprocessed  products 

Improvements,  land  and 
mobile  homes  not  exceed- 
ing a  market  value  of 
$35,000  owned  by  quali- 
fying individuals 

Business  inventories  and 
mobile  machines 


Taxable 
Percentage 


4.275%  as  de- 
termined by 
section  15-7- 
121,  MCA 


4.2%  of  market 
value 


Class  Seventeen 


Class  Eighteen 


All  unprocessed  agri- 
cultural products  except 
perishable  fruits  and 
vegetables  owned  by  the 
producer,  livestock, 
poultry,  and  unprocessed 
products  of  both 

Homes  of  disabled 
veterans 


3.5%  of  market 
value 


2%  of  market 
value 


Property  of  rural  elec- 
tric and  telephone  cooper- 
atives 


2.8%  of  market 
value 


Air  pollution  control 
equipment 

New  industrial  property 


Class  Nineteen      Annual  gross  proceeds 

of  metal  mines 


3%" 


Class  Twenty 


Certain  recreational 
vehicles  owned  by 
retired  persons 


6%  of  market 
value 


45%  of  assessed  value  which  is  100%  of  annual  gross  proceeds. 
33  1/3%  of  assessed  value  which  is  100%  of  annual  gross  proceeds 
3%  of  assessed  value  which  is  100%  of  annual  gross  proceeds. 


Source:   Compiled  by  Office  of  the  Legislative  Auditor  based  on 
sections  15-6-102  through  15-6-121,  MCA. 
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AGENCY    REPLY 


«€& 


DEPARTMENT  OF  REVENUE 

MITCHELL   BUILDING 


HELENA.   MONTANA  59601 


May   23,    1979 


RECEIVED 

HAY  2  4 .19/i, 

MONTANA  LEGISLATIVE  AUDITOR 


Mr.  Morris  L.  Brusett 
Legislative  Auditor 
Room  135 
State  Capitol 
Helena,  Montana   59601 

Dear  Morris: 

I  am  sending  you  the  Department  of  Revenue's  response  to  the  audit 
recently  conducted  on  the  Property  Assessment  Division.   The  Property 
Assessment  Division  personnel  and  I  appreciate  the  professional  and 
courteous  manner  exemplified  by  your  staff  during  the  conduct  of  this 
audit.   The  recommendations  are  pertinent  and  will  be  helpful  to  our 
operation. 

We  have  concurred  with  the  recommendations  and  either  have  implemented 
or  will  implement  suggested  changes  in  the  near  future.   In  some  cases 
our  actions  will  not  be  as  comprehensive  as  we  would  like  because  of 
budgetary  constraints.   However,  I  feel  that  all  of  your  recommendations 
are  well  taken  and  I  assure  you  they  will  be  implemented  as  fully  as 
possible  by  this  department. 

Sincerely, 


MARY  L.  CRAIG,  C.P.A. 
Director 


MLC : cm 
Enclosure 
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RECOMMENDATION: 

We  iccomrmnd  that  the.   department  sitv^tzu)  the.   ne.e.d    Ion. 
d-i.itn.tct  i>ULp<Lh.vt£>otii>    to    h.e.i>tde   In   thulH.   leApecttve   diitn.ic.t6. 

RESPONSE: 

We  concur.   The  department  has  required  district  super- 
visors to  reside  in  Helena  so  that  close  contact  with  the 
department  is  maintained.   The  six  district  supervisors 
travel  extensively  in  their  districts  to  supervise  the 
assessment  and  appraisal  processes  in  the  counties  for  which 
they  are  responsible.   Each  district  supervisor  is  in  charge 
of  between  seven  and  thirteen  counties.   The  districts  are 
arranged  in  a  manner  which  will  allow  all  six  supervisors  to 
reach  some  of  the  counties  for  which  they  are  responsible 
even  during  inclement  weather. 

The  district  supervisors  provide  a  number  of  services 
to  the  department  and  to  county  government.   They  inform  the 
assessors,  appraisers,  and  other  local  government  officials 
of  changes  in  tax  laws  and  department  rules.   They  assist  in 
the  preparation  of  fiscal  year  budgets  for  the  offices  in 
their  counties.   They  present  testimony  at  county  and  state 
tax  appeal  board  hearings  in  support  of  the  department's 
assessments.   They  represent  the  department  at  civic  meetings 
concerning  property  taxation  in  the  various  counties.   And, 
most  importantly,  they  provide  a  link  between  state  government 
and  county  governments  in  the  area  of  property  taxation. 

It  has  been  the  department's  position  that  allowing  the 
district  supervisors  to  reside  outside  of  Helena  could  well 
result  in  establishing  another  layer  of  government  between 
the  state  and  the  counties.   Regional  offices  have  a  tendency 
to  grow,  often  at  the  expense  of  the  legitimate  governmental 
units  which  are  responsible  for  providing  government  services. 

The  point  has  been  made  in  the  auditor's  review  that 
travel  time  and  expenses  could  be  reduced  if  the  supervisors 
were  based  outside  of  Helena.   Travel  time  would  certainly 
be  reduced  and  this  is  an  important  factor.   However,  travel 
expense  must  be  balanced  against  the  expense  of  five  new 
offices  (assuming  one  district  office  would  be  based  in 
Helena) .   The  total  travel  expense  of  the  real  property 
bureau  for  Fiscal  Year  1978  was  $34,000.   This  amount  could 
easily  be  exceeded  in  costs  of  office  rental  and  clerical 
help  to  maintain  offices  outside  of  Helena.   At  the  present 
time  the  department  believes  that  the  district  supervisors 
should  have  more  productive  time  in  each  county  and  less 
travel  time.   This  may  be  accomplished  either  by  expanding 
the  number  of  districts  or  stationing  the  supervisors  outside 
of  Helena.   A  detailed  analysis  of  this  matter  will  be 
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presented   to   the   Revenue  Oversight  Committee   prior    to   the 
next   Legislative   Session. 

RECOMMENDATION: 

We  ne.comme.nd  that  the.   de.pasitme.nt   e.n6u,n.e.  that   the.   ARM 
ne.{lect6    cu.tine.nt  pn.oce.du.n.e.6 ,    {onm6,    and  tn6 tn.mc.tto n6    {on. 
pnopcnty  aA6e.6Ame.nt  and   pnopohe.  te.gt6tatton   needed   to 
authontze.  aA6e.6Ame.nt  pnoce.du.n.e.6 . 

RESPONSE: 

We  concur.   A  complete  review  of  all  administrative 
rules  of  the  Property  Assessment  Division  will  be  completed 
during  this  calendar  year. 

RECOMMENDATION: 

We  n.e.comme.nd  that  the.   de.pan.tme.nt   dtn.e.ct  age.nt6   to 
con6t6te.ntly  a66e.66   the.  rollback  tax. 

RESPONSE: 

We  concur.   Detailed  instructions  have  been  sent  to  all 
assessors  and  appraisers  concerning  the  assessment  of  roll- 
back taxes. 

RECOMMENDATION: 

We  n.e.comme.nd  that  the.   de.pan.tme.nt  tn{on.m   age.nt6    o{   the. 
pn.ope.n.  pnocedu.ne.6    {on  de.6tn.nc.tton  o{  tax  n.ccon.d.6. 

RESPONSE: 

We  concur.   A  letter  of  instruction  concerning  the 
destruction  of  tax  records  has  been  sent  to  all  county 
assessors. 

RECOMMENDATION: 

We  n.e.comme.nd  that  the.  de.pantme.nt  n.e.qutne.   ?n.odu.ctton 
Cncdtt  K66octatton6   to    {tte.   a66e.66me.nt  6tate.me.nt6    accondtng 
to   6tatu.ton.ij   pn.ovt6ton6 . 

RESPONSE: 

We  concur.   The  requirements  of  Section  15-24-701,  MCA, 
referred  to  the  monied  capital  tax.   This  section  has  been 
stricken  by  House  Bill  150  passed  by  the  last  Legislature. 

RECOMMENDATION: 

We  xe.comme.nd  that  the.   de.pantme.nt   dctcnrntne.  and  trnplemcnt 
me.thod6    {on  dctccttng   pnopenty  tmpnove.me.nt6. 
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RESPONSE: 

We  concur.   The  department  is  using  all  available 
statutory  methods  of  discovering  property  improvements. 

RECOMMENDATION: 

We  recommend   that  the,   department   revise    ^orms    to    better 
meet  the   needs    o £   local  gove.tinme.nt. 

RESPONSE: 

We  concur.   A  review  of  all  assessment  forms  is  under 
way.   This  review  will  be  completed  and  new  forms  adopted 
for  the  1980  tax  year. 

RECOMMENDATION: 

We  recommend   that  the   department   pA.ovi.de   maps    £01 
agent*'    use   ai>   required   by  Section    15-8-102(3),    MCA. 

RESPONSE: 

We  concur.   Maps  are  being  prepared  for  the  counties  as 
counties  are  added  to  the  computer  appraisal  system.   We 
believe  this  is  the  most  logical  and  inexpensive  method  of 
preparing  tax  maps. 

RECOMMENDATION: 

We  recommend  that  the.   department   either   comply  with   the 
statutes   which  Involve  department  responsibilities    on.   evaluate 
and  seek  revision   o£   the  above- described   statutory  require- 
ments . 

RESPONSE: 

We  concur.   County  assessors  were  not  able  to  comply 
with  some  statutory  deadlines  in  1978  because  of  the  in- 
creased work  required  by  the  reappraisal  of  all  real  estate 
and  improvements  in  Montana.   Suggestions  for  amending 
archaic  statutes  will  be  presented  to  the  Revenue  Oversight 
Committee  prior  to  the  next  Legislative  Session. 

RECOMMENDATION: 

We  recommend  that  the   department  require   agents    to 
assess   the  property   classifications    described  above  In 
accordance  with  statutory  requirements. 

RESPONSE: 

We  concur.   The  department  has  scheduled  three  workshops 
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this  summer  for  assessors  and  their  office  personnel.**** 
In  addition,  the  1979  Legislature  authorized  two  new  audit 
positions  for  the  Property  Assessment  Division.   The  audit 
personnel  will  be  used  for  internal  audits  of  the  assessors1 
and  appraisers'  offices  as  well  as  taxpayer  compliance 
audits. 

RECOMMENDATION: 

We  KQ.comm2.nd   that   the   de.pa.s1tm2.nt   nequine   agents    to 
comply   with   di.vi.6lon   instnuctions    and   statutony   Ji2.qu.in.em2.ntA 
in   computing   taxable   pnopen.ty   values. 

RESPONSE: 

We  concur. 

RECOMMENDATION: 

We  recommend  that  the.   d2.pan.tm2.nt   compute,   taxable,   pn.ope.nty 
valuer    on  a  timely   basis. 

RESPONSE: 

We  concur.   The  time  needed  to  complete  the  reappraisal 
of  all  property  in  the  state  resulted  in  tax  rolls  being 
prepared  late  during  1978.   All  tax  rolls  will  be  completed 
by  the  statutory  deadlines  in  1979. 

RECOMMENDATION: 

We  necommend  that  the   depantment  nequin.e  agent*    to: 

7.         Comply  with   depantment  instnuctions    in   assessing 
fiunnitune,    { ixtun.es ,    specialized   equipment,    moton 
vehicles ,    mobile   homes    and   nights    ofa    entn.y,    and 
establish   altennative  pn.ocedun.es    ion.  mobile   home 
assessment. 

1.         Obtain   pnopenly   completed   supplemental   assessment 
statements    {,n.om   taxpayens . 

RESPONSE: 

We  concur.   The  suggestions  made  in  this  report  will  be 
subjects  covered  in  the  workshops  scheduled  for  this  summer 
and  the  subject  of  future  internal  audits  of  the  assessors' 
offices. 

RECOMMENDATION: 

We  necommend   that  the   depantment  nequine  agents    to 


****These  workshops  will  stress  the  discrepancies  noted  in 
this  report  as  well  as  other  assessment  procedures. 


document   necessany   infaormation   used   in   the   market   value 
datnn.minati.on   ofa    personal   pn.opnn.ty. 

RESPONSE: 

We  concur.   Assessment  forms  for  personal  property  will 
be  revised  for  the  1980  tax  year  to  require  the  documentation 
necessary  to  verify  the  market  value  assessment  of  personal 
property. 

RECOMMENDATION: 

We  recommend   that  the   department   bind    notices    o  fa    changes 
in   pn.opnn.ty   classi Nidation   and   valuation   to    taxpayers    on   a 
timely   basis. 

RESPONSE: 

We  concur.   As  noted  in  the  report,  the  delay  in  mailing 
valuation  change  notices  was  the  result  of  the  time  needed 
to  complete  reappraisals  and  errors  in  computing  appraisal 
values. 

Notice  of  valuation  changes  will  be  timely  for  the  1979 
tax  year.   In  addition  the  assessment  list,  mailed  to  tax- 
payers has  been  modified  to  include  change  in  valuation  informa- 
tion for  the  1980  tax  year.   This  will  eliminate  one  mailing 
and  allow  all  valuation  information  to  be  mailed  earlier. 

RECOMMENDATION: 

We  recommend  that  the   department   verifay  that  agents    ofa 
the   department  are   pn.opnn.ty   computing   the.  rollback   tax 
depending    upon   the   outcome   oft   the.    constitutionality   issue. 

RESPONSE: 

We  concur. 

RECOMMENDATION: 

We  recommend   that   the.   de.pantme.nt   ensure   that   agents 
comply   with   statutory   provisions    o fa   Section    15-7-209,    MCA. 

RESPONSE: 

We  concur. 

RECOMMENDATION: 

We  recommend  that  the   department   establish   procedures 
to    ensune  accurate   data  input  in   computing   mass    appraisal 
values . 


46 


RESPONSE: 

We  concur.   The  department  is  currently  evaluating  a 
total  structural  change  in  the  mass  appraisal  bureau  to 
establish  firm  lines  of  responsibility  in  data  input  to  the 
computer  appraisal  system.   This  review  will  be  completed 
and  implemented  prior  to  the  1980  tax  year. 

RECOMMENDATION: 

We  recommend   that  the.   de.paH.tme.nt   establish   pioc.edu/ie4 
to    ensure  the.   confidentiality   of   tie.al.ty  transfer   certificates 
as    provided   by  Section    1 5-7-30S ,    MCA. 

RESPONSE: 

We  concur.   All  realty  transfer  certificates  will  be 
stored  in  locked  file  cabinets  and  written  procedures  to 
control  access  to  computer  tapes  containing  realty  transfer 
certificate  information  will  be  established  prior  to  July  1, 
1979. 

RECOMMENDATION: 

We  recommend  that  the,   department  Inform   county  treasurers 
ofa   the   provisions    of   the  Home.Ate.ad  Tax.   Relief   Act  relating 
to   the   preparation   of   tax  statements   showing   the.  state' s 
share   of   the   home.owne.ti1 6   liability. 

RESPONSE: 

House  Bill  925,  passed  by  the  1979  Legislature,  changed 
the  Homestead  Tax  Relief  Program  in  a  manner  which  relieves 
the  county  treasurers  of  all  responsibility  under  the  act. 

RECOMMENDATION: 

We  tie.comme.nd  that  the.   department   distribute  the  state's 
share   of   the  Homestead  Tax   Relief,   liability   according   to 
provisions    of   the   act. 

RESPONSE: 

House  Bill  925,  passed  by  the  1979  Legislature  changed 
the  Homestead  Tax  Relief  Program  in  a  manner  which  no  longer 
requires  distribution  of  money  to  county  governments. 
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